








JOURNAL OF RETAILING 


JULY 1936 


VOL. XII 


NO. 2 








The Central Control of Mer- 
chandising Operations 


Purp I. CARTHAGE 


Both chains and associated groups of independent department stores are developing 
the methods of buying control described in this article. 


The independent department store 
can learn much from the chain-store 
organization in regard to the control of 
operations, whether such control be of 
merchandising, promotion, or expense. 
Most chain-store organizations control 
their operations from a central point or a 
few regional points. The central organ- 
ization has readily accessible all details 
of all functions pertaining to each store 
unit. 


CENTRALIZED VERSUS DECENTRALIZED 
CONTROL 


If a chain organization has many units, 
it naturally follows that all functions 
must be well defined, planned, and 
executed so as to codrdinate with the 
least possible friction. There must be a 
definite understanding of company re- 
quirements that will enable each local 
unit to cope with competition even 
though its central office may be a thous- 
and miles away. The entire organiza- 
tion setup must be such that a response 
to all unit demands is made with a 
rapidity that surprises local competitors. 

There are chains that operate under a 
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decentralized control form of manage- 
ment. Under this plan, the organiza- 
tion’s units obtain their merchandise by 
direct purchase with a few exceptions. 
The home office consolidates all account- 
ing and statistical reports received from 
each unit, and acts in an advisory capac- 
ity. How satisfactory such a setup may 
be is difficult to say, but opinion is 
against it. It stands to reason that if all 
these stores were to consolidate their 
purchases, all their accounting, and the 
payment of all their bills at a central 
point, a tremendous saving could be 
realized. The home office makes some 
purchases, but the volume is limited. 
Eventually these stores must depart 
from the decentralized methods and 
consolidate their purchases and manage- 
ment at the home office, the only excep- 
tion being a few small local purchases 
for the immediate replenishment of 
stocks. If all purchases were central- 
ized, these stores, which do a voluminous 
business, would enjoy a great savings 
through group purchases instead of 
individual orders placed by local units. 
Because of bulk purchases, vendors seek 
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centralized outlets, knowing that a 
greater volume of business may be 
obtained with prompt payments. 


ORGANIZATION 


Under the favored plan of centraliza- 
tion of control, the office, commonly 
located in New York, is set up under the 
following form of operation from the 
merchandising viewpoint: 

I. General merchandise manager 
(codperates with vice-president 
in charge of store operations) 

A. Divisional merchandise man- 


agers 
1. Department buyers 
2. Assistant departmental 
buyers 
3. Clerical for departmental 
buyers 
II. Warehouse manager 
A. Clerical 


B. Receiving and shipping 
Stores operating division (under 
supervision of vice-president in 
charge of store operations) 
A. Sales promotion 
B. Publicity director 
1. Newspapers, circulars, etc. 
2. Interior displays, window 
displays 
3. Personnel (copywriters, ar- 
tists, etc.) 
C. Store layouts 
D. Store executives 
E. District supervisors 


III. 


FUNCTIONS OF EACH DIVISION 


The functions of the various heads 
should be clarified. The general mer- 
chandise manager chooses the personnel 
to act as his assistants in various subor- 
dinate capacities. It is his duty to 
apprise all store managers and depart- 


mental managers in the stores daily or 
weekly or through catalogues of market 
tendencies pertaining to the merchandise 
as well as of economic conditions affect- 
ing store operations. He must collabo- 
rate with the executive in charge of store 
operations and abide by budgets. 

The divisional merchandise managers 
assume the same responsibility as the 
general merchandise manager for the 
departments to which they are assigned 
and are directly responsible to the 
general merchandise manager. 

Departmental buyers, directly re- 
sponsible to the divisional merchandise 
managers, are assigned to particular 
departments for which they make pur- 
chases in the open market; they special- 
ize in obtaining a complete knowledge 
of the commodities they purchase. They 
also prepare market letters or bulletins, 
which, when approved by their divi- 
sional heads, are released to the depart- 
mental managers in each store unit. Of 
course, the company policy must be 
strictly adhered to; any departure there- 
from or any market letters or bulletins 
that may affect company policy must be 
referred to the general merchandise 
manager through the divisional mer- 
chandise manager involved. 

Assistants to departmental buyers are 
assigned to perform the details in con- 
nection with the buying functions. 

The clericals for department buyers 
prepare incoming mail for the buyers, 
as well as outgoing mail and such other 
details required in the buying office for 
statistical or follow-up purposes. 

The warehouse manager: The company 
may have one warehouse or several 
warehouses in different regions, all 
predicated upon the number of units 
operated by the company. The ware- 
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house is under the charge of a super- 
intendent or manager who is responsible 
for all incoming merchandise and the 
distribution of all goods requisitioned 
from the warehouse by either the indi- 
vidual units or the home office. All 
requisitions drawn on warehouses with 
the approval of the store manager 
should have a shipment memorandum 
with duplicate shipping documents at- 
tached sent to the accounting division 
at the home office in order to release 
warehouse inventory and charge the 
inventory at the point of destination. 

Store operating division: This division 
is usually under the direct supervision 
of an executive vice-president. He is 
assisted by a publicity director, who in 
conjunction with the vice-president for- 
mulates promotional ideas. He codp- 
erates with the store manager and the 
advertising department of each unit in 
an advisory capacity. The advertising 
director of the central office prepares 
matrixes, advertising copy, layouts, cap- 
tions, display cards, all of which are sent 
to the local advertising manager. The 
advertising campaigns are based on the 
purchases made by the buying division 
and planned selling events are prepared 
by the vice-president in charge of store 
operations. The usual copywriters, art- 
ists, and general mechanics that make 
up an advertising department support 
the publicity director. In some organ- 
izations, a sales manager, who is in 
charge of store sales, collaborates with 
the supervising vice-president and the 
publicity director in keeping up sales 
volume. 


OPEN-TO-BUY CONTROL 


Each month of the year may be 
designated as a period, although this is 


not a universal practice among chain 
stores. Some designate the periods as 
the spring and fall seasons—others, as 
the spring, summer, and fall. Others 
split the calendar into periods of four 
weeks each, making a thirteen-month 
year, the purpose being to establish 
comparable figures. 

When the control period is a month, 
one month prior to the beginning of each 
period, the merchandise budget is pre- 
pared for the guidance of the merchan- 
dising division and is approved by the 
controller. It must be understood that 
in the preparation of the open-to-buy, 
consideration is given to the expected 
inventory at the beginning of the month 
as estimated perhaps several months 
in advance, the required inventory at the 
end of the month, the amount of pur- 
chases made during the month, probable 
additional markups to be taken, amount 
of initial markup required, merchandise 
transferred to or from the inventory of 
other departments or stores, and the 
deductions in the form of sales, mark- 
downs, and provisions for inventory 
shortages. The open-to-buy budget is 
broken down by stores and departments. 
There are certain classes of merchandise 
for which purchase orders must be placed 
with mills from two months to a year in 
advance. Where such requisitions are 
placed with vendors, they are charged 
in advance against the budget of the 
month in which delivery is expected. 


THE DEPARTMENT MANAGER VERSUS THE 
BUYER 


Each store of a centrally controlled 
organization will have department man- 
agers that function in a similar capacity 
to that of the departmental buyer in the 
independent department store. There 
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is one vital difference in their functions. 
The independent store buyer is the one 
who buys the merchandise and super- 
vises its selling, and is generally re- 
sponsible for the net profit of his depart- 
ment. Chain stores have found this 
plan does not work out satisfactorily. 
There are exceptional cases in each store 
where a departmental buyer is a good 
merchant and knows how to buy and sell 
properly. But good independent mer- 
chants seem to be scarce in divisional 
operation. 

The chain store believes that the 
departmental manager should be a good 
stock-keeper, with an eye to (1) properly 
balanced stocks, (2) timely replenish- 
ment of stable and seasonal stocks, and 
(3) the pushing of sales so long as an 
active demand is maintained. He must 
supervise the department personnel, 
prepare selling events, and keep the 
department orderly and presentable so 
that it will attract the attention of 
customers entering the department. His 
ability should be 90 per cent selling and 
10 per cent buying, for his function is 
that of a seller, not of a buyer. A buyer 
who spends considerable time in the 
market daily, keeping in touch with 
style tendencies, demand in all parts of 
the country, and price trends, knows 
much more concerning the buying of 
merchandise than either the buyer of the 
independent store or the departmental 
managers in each chain unit. The chain 
store assigns a more specialized function 
to the department manager than that of 
the independent store buyer. 


DEPARTMENTAL CATALOGUES 


The chain-store organization keeps its 
store and department managers in- 
formed daily in regard to all merchan- 


dising trends, market values, style 
changes, new creations, and demand 
tendencies. Let us for an example 
consider the women’s glove department. 
The central office inspects all manu- 
facturers’ lines and selects and catalogues 
all articles necessary for a well-balanced 
stock of women’s gloves. Every depart- 
mental catalogue will contain vendors’ 
names, each representing the best re- 
source for each item carried in stock. 
Since price lines are established, each 
item will be catalogued showing the 
resource, the location, and all conditions 
of sale as arranged by the department 
buyer. These include the shipping point, 
the cost of the article, the credit terms, 
how packed, and the weight. This 
weight description is given in order to 
save the amount of transportation 
charges which has an effect on the cost of 
merchandise; a sufficient supply may be 
ordered to reduce the transportation 
charges provided the sales demand 
permits. The catalogue will further 
describe the identification number of the 
merchandise, how the goods are made, 
the various styles in which the glove is 
made, how it is sewn, colors, material 
used, and sizes. If the merchandise has 
a greater competitive retail value and is 
obtainable at a lower cost price, the store 
unit is notified to that effect on the 
catalogue page, indicating what the 
regular value would be for competitive 
stores selling the same kind of glove. 
Should there be a change in resource, the 
central office will promptly notify each 
unit to destroy the old catalogue page 
and to replace it by inserting the new. 
If resources are changed, the unit will be 
notified so that the catalogue will be 
corrected. Thus we find the department 
manager, regardless of his distance from 
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the market, is at all times in touch with 
the best merchandise available in his 
line, in keeping with the company and 
store price and quality policies. 


VARIETY OF MERCHANDISE INCLUDED 


The average well-stocked department 
store carries a variety of merchandise far 
more extensive than might appear at 
first glance. Reverting to the example 
of the glove department, which is fairly 
representative of the rest of the store, 
let us briefly summarize the merchandise 
to be found on its shelves. It can be 
classified as boys’, women’s, misses’, 
children’s, men’s. There may be 
twenty different styles of boys’ gloves in 
leathers, jerseys, horsehide, and wool. 
Styles in women’s gloves are innumer- 
able, varying according to type, meas- 
ured by button lengths, street wear, 
afternoon wear, evening wear, sports- 
wear, in such materials as wool, chamoi- 
suede, novelty silk-woven fabrics, doe- 
skins, capeskins, and genuine kid. 
Misses’ (girls’) gloves, too, are carried in 
a variety of types, styles, and materials 
for all occasions, made up in wool, some 
chamoisuede and novelty fabrics, leather 
lined, fur lined, and fur trimmed. 
Children’s and infants’ gloves naturally 
are more limited as to style variety and 
are made mostly of wool and cashmere. 
Men’s gloves are not so much subject to 
style changes and are of a more stable 
nature. There are about twenty-nine 
different styles or types. The classifica- 
tion of men’s gloves differs from women’s 
in that the latter may be divided into 
types, which are further subdivided into 
styles, where a small detail gives the 
glove expression. The terms, types, and 
styles are practically synonymous in 
men’s gloves, however, and are generally 


presented in capeskin, wool, suede, or 
silk, lined or unlined. Work gloves, 
which represent an extensive line in 
itself, come in many varieties. Some 
stores carry as many as sixty different 
styles in work gloves, depending upon 
different purposes and uses. All in all, 
a complete line of gloves will require 
about two thousand catalogue pages 
constituting a year-round line. This 
gives an idea of the variety contained in 
the glove department only. One might 
well imagine the details of a house- 
furnishings department, notions depart- 
ment, and men’s furnishings department. 
All departments in the store are oper- 
ated in the same manner as the glove 
department, with the possible exception 
of fashion merchandise, and there are 
any number of departments in the store 
that require as many as three thousand 
or four thousand catalogue pages. 

It has been mentioned that fashion 
merchandise, such as women’s wearing 
apparel, coats, suits, dresses, and furs, 
is handled differently. It is rather 
difficult to catalogue highly-fashioned 
merchandise because of the rapidity with 
which styles change. Under centralized 
control, the New York office notifies 
the store by either sending sketches of 
new styles, with description of mate- 
rials, new colors, and workmanship, or 
by sending sample orders to the ready- 
to-wear department of each local unit 
to test the style demand. 


HANDLING MERCHANDISE REQUISITIONS 


As already stated, the budget provides 
a certain open-to-buy for each depart- 
ment. When requisitions from the 
stores are received at the home office 
the amount of such purchase orders is 
charged against the open-to-buy. Daily 
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the net amount of the open-to-buy is 
adjusted by orders placed, cancelled, 
reinstated, and merchandise returned. 
Should the open-to-buy be absorbed 
before the end of- the period, the sales 
volume of the department will be in- 
vestigated and if satisfactory additional 
purchases may be allowed, even though 
the department may no longer have an 
open-to-buy. An analysis is made of 
any excess requisitions to determine 
whether, even though the open-to-buy 
has been filled or overbought, it might 
still be advisable to fill them. This 
element of merchandising must receive 
careful consideration by the merchan- 
dising division. A department cannot 
be penalized for merchandise errors, nor 
can sales be retarded for want of demand 
merchandise because an overstocked 
condition exists growing out of poor 
merchandising ability. 

Each purchase requisition is sent to 
the New York office, and the New York 
office forwards confirmation to the 
vendor or makes corrections. The store 
is notified of any confirmation or revi- 
sion by means of a detachable form on 
the purchase order, so that the store 
unit may be advised promptly of the 
disposition of the order. It will be seen 
from this method of requisitioning 
merchandise that the store is permitted 
to write its own orders to meet its re- 
quirements. 

The purpose of the confirmation is to 
examine the purchase order to ascertain 
first whether the company is dealing 
with the established resource; second, 
whether the price on the purchase order 
is correct, or whether there has been a 
price revision since the last catalogue 
page revision was sent to the store unit; 


third, whether a better resource is obtain- 
able for the same article at the same or 
lower price, or a better article at a lesser 
or the same price; and, finally, whether 
there has been a change in terms, or in al- 
lowances and rebates established. After 
corrections, if any, the purchase order is 
released to the vendor; and, as above 
stated, notice of revision or confirmation 
is sent to the store unit. 


SUGGESTED REORGANIZATION OF 
INDEPENDENTS 


The independent department store 
could readily follow the segregation of 
buying and selling divisions as practised 
by the chain store by applying a similar 
setup. The first step would be the 
establishment of an internal buying 
office, so that the department manager 
could devote all his time to selling, with 
the assistance and codperation of a 
sales-promotion division. These two 
divisions, sales promotion and depart- 
mental sales manager, would make re- 
quests of the buying division for the 
replenishment of stocks and new mer- 
chandise. The balancing of stocks would 
become the sales manager’s function 
rather than that of the buying division. 

It might be argued that for many 
years stores have been doing that very 
thing through New York resident buying 
representation. It is obvious that repre- 
sentation, no matter how highly special- 
ized, could not possibly render the 
service that could be given by a store’s 
own devoted effort, concentrating all its 
time and study toitself. That is exactly 
what the chain store is doing—concen- 
trating on itself and studying its own 
problems for a solution or devising means 
of making a good job better. 
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Stock Arrangement in a Women’s Shoe 
Department 


LouisE NEILL AND JOHN W. WINGATE 


Seventy department stores have contributed to this study, making it 
possible to suggest a standard arrangement. 


One of the important phases in the 
merchandising of a department in any 
store is the physical arrangement of the 
stock carried. It is most important to 
have the right merchandise at the right 
time, in the correct sizes, colors, and 
types, but it is almost as important to 
have the physical stock so arranged as to 
increase and speed up sales and to reduce 
stock work. This paper deals with the 
problem of the physical arrangement of a 
stock of women’s shoes. 


PRINCIPLES OF GOOD STOCK 
ARRANGEMENT 


A survey of current literature on the 
subject indicates that there are the 
following principles of stock arrange- 
ment applicable to an enclosed stock, as 
distinguished from an open stock. 

1. Stock should be divided into groups 
so that all the styles which the customer 
is likely to wish to inspect at one time 
are in close proximity. Without a 
doubt, a customer comes into a shoe 
department with certain definite specifi- 
cations about the shoe she is going to 
buy already determined. If she wants 
an evening shoe, it is quite evident that a 
street shoe will not appeal to her at the 
moment. If evening shoes are placed 
in a section by themselves, the clerk will 
not have to look through the entire 
stock of unrelated types to find a number 
of styles that might appeal to her. 


2. Stock should be arranged so that 
it may be reached by the salesperson 
in a minimum amount of time. In a 
survey made of one of the largest shoe 
departments in New York City, it was 
found that the searching time (that is, 
from the moment the clerk reached the 
stock aisle until he pulled out the desired 
box) consumed 13.5 per cent of the entire 
transaction time. (See table on page 41.) 
Other facts gathered showed that in the 
expensive stock section it was a physical 
impossibility for two clerks to pass each 
other without both stopping their search 
for stock, thereby losing considerable 
time for both. Frequently three or four 
clerks had to stand outside the entrance 
to the section and wait their turn. 
Route models of typical transactions 
were made to find out the number of 
aisles to which the salespeople walked 
to get stock for one customer; these 
showed that they walked long distances 
in many directions to find the required 
stock. One hundred and thirty-nine 
transactions studied showed six hundred 
and sixty-five trips to the aisles or almost 
five trips per transaction. Much of the 
difficulty was due to the fact that differ- 
ent styles embodying the specifications 
that many customers had in mind were 
not kept together. Much of the trouble 
was eliminated by a complete rearrange- 
ment, closely along the lines of the plan 
to be suggested in this report. 
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3. Stock should be so placed that need 
of replenishment will be readily observ- 
able by a quick physical inspection. It 
is difficult to keep a stock of shoes filled 
with the necessary kinds, sizes, colors, 
prices, heels, types, and styles. Checks 
must be made constantly to see that 
adequate assortments are on hand at all 
times. If the stock is placed on the 
shelves in an unrelated and unscientific 
manner, it would be impossible to check 
on sizes, styles, or types in order to keep 
enough on the floor. 

4. The space given to each item should 
be in proportion to its selling possibili- 
ties. For example, with the frequent 
calls for size 6}AA black street shoe, this 
shoe is entitled to more space on the 
shelves than that allotted to an 83}C 
blue street shoe, the calls for which are 
less frequent. The correct layout also 
allows for flexibility. A well-arranged 
stock can be condensed or expanded in 
either direction at any time. Thus, it is 
easy to introduce new style numbers or 
patterns into the stock and give each 
the amount of space it needs. 

5. The order of placement should be 
logical and simple so that new people 
may become familiar with it quickly. 


THE STUDY 


With the above considerations in 
mind, an attempt was made to find the 
most common methods of arranging a 
women’s show stock and with this data 
to work out the best possible arrange- 
ment. 

The shoe departments of ten of the 
leading New York department stores 
were contacted and a questionnaire was 
sent to large department stores all over 
the United States. The response to 
these questionnaires showed that stores 
are interested in the problem and many 
of them supplemented their answers 


Time Strupy or 139 SALES TRANSACTIONS IN A 
WoMEN’s SHOE DEPARTMENT 


Time as per 
Time in cent of total 
Operation minutes time 
Removing customer’s 
shoe and determining 
specifications desired... 0.5 3.0 
Walking to stock aisles... 1.4 8.5 
Searching for shoes in 
stock aisles........... 2.3 13.5 
Returning from aisles to 
customer............. i.1 6.8 
Fitting shoe and sales 
ON 6s iedeasssedic 8.0 47.9 
Putting on customer’s 
aS SR para eee 0.5 3.2 
Making out salescheck... 1.4 8.3 
Putting back unsold shoes 0.7 3.4 
At merchandise checker’s 
OR clisincncwiecss 0.5 3.1 
Packing and change.... . 0.2 4.4 
BE igisvetbaacensns 0.2 1.0 
ENS oct be kips suas 0.03 0.2 
TR eis Keke werens 16.83 min- 100 





with reports on studies they had made 
concerning the different arrangements. 

The questionnaire listed the following 
possible breakdowns: price zone, price 
line, color, material, type, size and width, 
brand, class, heel, and vamp. Each of 
these terms was explained as follows: 

1. Price Zone. Adivision of the stock 
covering a number of price lines of 
interest to the same class of trade. One 
zone might cover the prices from $4.50 to 
$10.95; another from the overlapping 
figure of $8.75 to $22.50. 

2. Price line. A single price, a sub- 
division of a zone. For example in the 
first zone mentioned above might be 
found shoes selling for $4.80, $5.45, 
$6.95, $8.50, and $10.95. 

3. Color. In this breakdown would be 
found the main shoe colors: black, white, 
brown, and a miscellaneous group, 
including green, wine, grey, and any 
other popular shades. 
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4, Material. Common shoe materials 
such as kid, suede, calf, patent, reptile, 
and satin might be segregated. 

5 Type. This was defined as oxford, 
pump, strap, or sandal. 

6. Size and width. Usual sizes run 
from 3 to 9 and widths from AAAA to C. 

7. Brand. This included manufac- 
turers’ brands and store brands. 

8. Class. This was defined as sport 
shoes, street, evening, orthopedic, and 
any others that each store might add. 

9. Heel. High, low, or medium. 

10. Vamp. The apparent length of a 
shoe from the end of the toe to the instep. 

Galoshes, bedroom slippers, and men’s 
and children’s shoes were excluded from 
the survey. 


FINDINGS OF THE STUDY 


Combining the data received directly 
from the ten New York stores with 
that contained in sixty questionnaires 
returned by department stores in all 
parts of the country, the following facts 
were brought out. In general, the 
results from the two sources were the 
same. 

The typical order of arrangement was 
found to be as follows: (1) price zone, 
(2) class, (3) material, (4) color, (5) 
heel, (6) type, (7) size and width. 

Price Zone. Price zone was the first 
breakdown in thirty-eight out of the 
seventy stores. In all stores large 
enough to support more than one wom- 
an’s shoe department, the expensive 
shoes were segregated from the cheaper 
ones. Seven of the stores placed brand 
as a first breakdown. But this was es- 
sentially a price-zone segregation: the 
higher priced brands were placed in one 
section and the lower priced ones in 
another. 


Class. Thirty-four stores marked 
the second breakdown as class. Thus, 
in eac' price zone, evening, daytime, 
and sport shoes are kept in separate sec- 
tions. Most stores had these three 
classes, but in some stores street and 
evening shoes were combined and only 
sport shoes placed by themselves, and 
in others the evening shoes were segre- 
gated but street and sport shoes were 
kept together. 

The order of arrangement differed 
within each class. Evening shoes and 
sport shoes did not generally have the 
same breakdown as daytime shoes. 
These two classes will be discussed and 
followed through separately. The divi- 
sions below apply only to daytime shoes. 

Material. Material and color were in 
close competition for third place in the 
order of breakdown but the material ar- 
rangement was used slightly more fre- 
quently. Twenty-six stores placed it 
third. That is, under each class were 
grouped reptile, calfskin, suede, patent, 
and satin shoes. 

Color. Color was used as the fourth 
breakdown by twenty-two stores, that 
is under each material were grouped the 
main colors. 

Heel. Heel height was the typical 
subdivision of each color group. Some 
stores designated their heel arrange- 
ments as high, low, and medium and 
some by names such as Baby Louis, 
Cuban, and Continental. But in gen- 
eral, there were at least two heel classes, 
high and low. 

Type. The next breakdown was type. 
Under each heel height were placed 
pumps, oxfords, straps, ties, and sandals, 
each with a number of styles. 

Size and Width. The final breakdown 
was size and width, running from small 
to large and from narrow to wide. 











Sport Shoes. Under the sport shoes 
classification, the typical breakdowns 
were found to be as follows: (a) color, 
(b) price, (c) size. 

Evening Shoes. Evening shoes were 
commonly arranged according to: (a) 
heel, (b) color, (c) size, (d) price. 


SUGGESTED ARRANGEMENT FOR DAYTIME 
SHOES 


A number of stores that have paid 
particular attention to the problem have 
agreed upon an arrangement that differs 
slightly from the typical one outlined 
above. This arrangement, which may 
be suggested as a standard, is as follows: 
(1) price zone, (2) class, (3) color, (4) 
material, (5) heel, (6) type, (7) style 
and price, (8) size and width. The 
only important change from the typical 
arrangement above is that color and 
materials are reversed. 

Price Zone. A first breakdown by 
price zone involves putting expensive 
shoes on one floor and inexpensive ones 
on another. It allows the customer 
who is in the habit of buying either one 
or the other to go directly to the depart- 
ment on the floor and to be served 
quickly within her own price range. 
The layout, display, and selling methods 
may thus be adjusted to the two types 
of clientele. 

The prices of the two zones may over- 
lap somewhat in order to allow for trad- 
ing up in the lower zone and to satisfy 
the borderline customer without the 
necessity of sending her to another floor. 
A customer who is in the habit of pay- 
ing $5.95 for her shoes may be persuaded 
to buy a pair for $6.95 but is unlikely to 
be interested in a pair for $14.50. There- 
fore, it seems logical to keep the shoes in 
the higher price brackets in some other 
place. 


WOMEN’S SHOE DEPARTMENT 43 


There is also the human angle to be 
considered in dividing the zones. Many 
customers who can afford to buy only 
in the lower price ranges may, if shown 
expensive shoes, become dissatisfied with 
cheaper ones and may leave the depart- 
ment without buying at all. If the con- 
trast had not been so obvious, they 
might have purchased the ones which 
they could afford. 

Class. The second breakdown should 
be class. This locates all evening shoes 
in one place, all daytime shoes in 
another, and sport shoes in a third. 

In the survey in one store, already 
referred to, an analysis of all the trans- 
actions showed that 93 per cent of the 
customers specified the -class of shoe 
wanted. It is clear, then, that class 
should be a major breakdown so as to 
eliminate, by the arrangement, large 
classes of shoes in which the customer 
has no interest. 

Color. In the study just referred to, 
82 per cent of the customers made a 
specific color request whereas only 52.8 
per cent of them specified material. 
This shows that before they enter the 
department they have a color scheme in 
mind and know that they want black 
shoes, brown ones, or grey ones. The 
prospective buyer is usually more posi- 
tive about the color than about whether 
she wants a kid shoe, a calfskin, or a 
suede. Thus, it would seem wise to 
separate the stock by color under each 
class rather than to separate it by mate- 
rial at this point. This would put all 
the stock in one color in one place and 
create a limited area for the clerks to 
cover in filling the customers’ request. 

Material. Many materials are to be 
had within each color group. While the 
customer may have determined that she 
wants brown, several materials could 
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fulfill her requirements. She may be 
shown brown kid, brown calf, reptile, or 
suede, all within easy reach under the 
color grouping of brown. 

Heel. Placing heel under material is 
still following the principle of stock 
placement according to customers’ buy- 
ing requests, for in the study referred 
to 23.8 per cent specified heel height. 
Some customers ask for a specific height 
of heel prompted by a style or comfort 
point of view. 

Type. Under each heel height should 
be found the various types of shoes: 
oxfords, pumps, straps, and ties. In 
one section would be high-heel straps 
and in another low-heel straps. If the 
customer specifies low heel, various 
types are found under the low-heel 
group. 

Style Number and Price Line. By giv- 
ing preference to the style number 
rather than size in the order of break- 
down, stock on hand within a style 
number is made to stand out more 
clearly than if the order were reversed. 
It is also the simplest arrangement for 
bringing in a new style number or ex- 
panding a popular one. The new or 
popular number requires a whole block 
of space within each of the colors and 
materials and it is a comparatively sim- 
ple operation to condense the style 
numbers preceding and following its 
location, thereby making room for a 
new style or allowing more room for an 
important one. 

The style numbers should be arranged 
successively by price. It is not impor- 
tant to make price lines in shoes a major 
division of the stock, however, since the 
zones are separated. Customers know 
in what general price range they will buy 
but they usually do not limit their 
spending to a specific single price. For 


instance, if a customer plans to pay 
around $8.00 for shoes, she may buy 
$9.50 or even $12.00 shoes if she finds 
something here that she likes much better 
than anything shown her at $8.00. It 
is therefore wise to have several price 
lines grouped together rather than to 
segregate them. The clerk will find it 
easy to take out a higher priced shoe 
while he is looking for the one requested. 

Size and Width. Last of all in the 
arrangement should be size and width. 
By arranging style numbers successively 
by price and placing the sizes numeri- 
cally within each style, the check-up of 
stock on hand and missing sizes is simpli- 
fied and the shortage of sizes in each 
style stands out. 

In many lines of apparel, one of the 
major breakdowns is size. But in the 
case of shoes, size is not an inflexible 
factor. A customer may be able to 
wear several sizes or widths depending 
upon the general style and cut of the 
shoe. If size is placed last in the order 
of breakdown, it will be easy for the 
salesperson to bring out at the same 
time a longer and narrower or shorter 
and wider shoe in the same style. If 
size were made a major breakdown, the 
arrangement would slow down the sell- 
ing process considerably. If a customer 
asked for a 5A shoe and the salesperson 
could find no 5A that would fit, he would 
have to go to another section altogether 
to try other sizes and there he might 
not find the style the customer has al- 
ready decided she wants. In the plan 
outlined above, the next size in either 
direction is close at hand and can be 
reached quickly. Also, the salesman 
can avoid showing a style until he has 
made sure that the assortment of sizes 
and widths is adequate to ensure a good 
fit. 
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SPORT SHOES 


The following arrangement is sug- 
gested for sport shoes: (1) color, (2) 
material, (3) style and price, (4) size. 
This varies from the arrangement most 
commonly reported in that a material 
breakdown is inserted after color. 

Type and heel height do not play an 
important part in customer requests for 
sport shoes. The customer wants a cer- 


tain color primarily and frequently may 
name a material. Style number and 
price are placed under material, and 
size and width are last as in the street 
classification. 


EVENING SHOES 


Evening shoes may be arranged as 
follows: (1) heel, (2) color, (3) style 
number, (4) size. 

It was iateresting to note the impor- 


(Continued on page 52) 
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Furniture Promotion 


HERBERT S. SCHMIDT 


The opportunities for increased sales in furniture make this survey of 
actual promotion practices of particular value. 


TRENDS IN FURNITURE DISTRIBUTION 


Probably no department suffered more 
during the depression than furniture. 
This is easily understandable in view of 
the fact that furniture is one of the 
most expensive items sold in the depart- 
ment store and hence its price became 
prohibitive to many. Again, furniture 
wears out very slowly ; accordingly the old 
pieces can be made to last a little longer 
when the necessity arises. For these 
reasons, the demand for wearing apparel 
is given preference during hard times, 
and the desire and need for new furni- 
ture is ignored. 

Even as furniture shows large losses 
in sales and profits during periods of 
business declines, it also shows more 
than average increases during periods of 
recovery. For example, during the first 
five months of 1936, furniture-depart- 
ment sales increased 20.6 per cent over 
the same period in 1935 while depart- 
ment-store sales increased only 9.1 per 
cent.! The outlook for furniture is 
particularly bright today not only be- 
cause of the general business trend, but 
also because of other forces directly 
favorable to the heavy goods industries. 
There is growing interest in the home; 
more pride in home ownership and 
household possessions is being exhibited 


1 International Statistical Bureau, The Trend 
of Distribution, Vol. 1, No. 3. 


than in many years. The Federal 
Housing Administration has facilitated 
consumation of this interest; and the 
distribution of the bonus will have a 
favorable, if minor, effect. 

All furniture dealers will not automat- 
ically enjoy good business, however. 
The field is highly competitive and it is 
generally agreed that the major suc- 
cesses will come to those who do the out- 
standing promotion jobs. 

This study has been undertaken to 
determine the promotion methods for 
furniture now in use in department 
stores and to point out the more success- 
ful practices. It is based largely on a 
questionnaire sent to two hundred and 
fifty department stores and answered by 
sixty. These stores were grouped as 
follows, according to volume: 


Under 500,000 sales.................. 6 

500,000-1,000,000.................. 13 
1,000,000-5,000,000.................. 21 
5,000,000-10,000,000................. 8 
Over 10,000,000. .................... 10 
Size not stated.................0000. 2 
MLS iain bie cs os ook oer bal eer 60 


This information was supplemented 
by (1) interviews with furniture execu- 
tives in New York, (2) a check of the 
furniture advertising of New York 
stores, and (3) an inspection of depart- 
mental displays. 
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ADVERTISING 


In order to determine what type of 
advertisements are used most frequently 
by furniture departments, the survey in- 
cluded a number of questions on this 
point. 

Sizes of Advertisements Used. In re- 
gard to size of space preferred, the fol- 
lowing summarizes the replies of those 
answering this question. 


ERIE Pe oo oe Ran ard te 8 
MD yo Jo S. a) cases annanns ss 4000 12 
PUNE 6665s ssc ciecviecsssccoes 23 
CNS SCagn ss cen sucaaedae he 5 


These results tended to agree with a 
check, covering a six-month period, of 
the furniture advertisements in the New 
York Sun of ten leading department 
stores. The need of an illustration in 
nearly every advertisement accounts 
partly for the use of larger space than 
used by most departments. It was 
found, however, in the newspaper check 
that small-space advertisements ap- 
peared more frequently than the stores’ 
replies indicated. These small adver- 
tisements were generally found as a part 
of a large omnibus advertisement, 
whereas the use of larger space occurred 
in the case of separate furniture ad- 
vertisements. 

Half-page advertisements were given 
second place by replies to the question- 


Buying Appeal 


Quality—Number of stores...................4. 
Price—Number of stores...................-0-- 
Popular fashion—Number of stores.............. 
Utility—Number of stores..................... 
High fashion—Number of stores................ 
Institutional and service—Number of stores... .. 


* 4 score given when 2 factors listed as equal. 


naire, but in the newspaper check they 
were not as frequent. These are usually 
single advertisements and are generally 
used for some special promotion. More 
of this size are used during February 
than at any other time checked. Full- 
page advertisements occur infrequently, 
they too being used for special promo- 
tions and in a few cases for institutional 
advertising. 

Type of Appeal. Both questionnaire 
and newspaper check analyzed the ap- 
peals most frequently used in furniture 
advertising. The check of New York 
advertisements showed that in practi- 
cally every case price was the primary 
appeal. This is particularly interesting 
in view of the fact that an equal number 
of nonpromotional and promotional 
stores were chosen in the ten included 
for study. The reports of the stores 
who answered the question concerning 
the types of appeal they used are as 
shown below. 

The ranking of quality first is prob- 
ably due to the fact that merchants pre- 
fer to believe that their departments are 
ones of quality merchandise and hesitate 
to admit that the chief method they use 
to attract customers is price. A check 
of their own advertisements would prob- 
ably reveal that price is their primary 
appeal. The high cost of furniture and 
its highly competitive nature are re- 
sponsible for the emphasis on price. 





Weighted 
Rank Average** 
1 2 3 4 5 6 

a. 2 2&2 @. 0 240 
... 16 19 ae ee 0 222 
a. ae Se 157 
exe , 2 7 16 O 0 94 
le MoE eb ele s 65 
we 4 0 1 4 11 31 


** First place 6 points, Second place 5 points, etc. 
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Quality, certainly the next most im- 
portant appeal, is usually combined with 
price but is given only secondary em- 
phasis. 

The fashion appeal does not seem to 
be important in furniture, for although 
there are some modern fashions, they 
do not change frequently. Even when 
they do change, unlike wearing apparel, 
the old style is still considered in good 
taste. Because of the wide variety of 
styles in this field, the use of this appeal 
in advertising would be difficult. 

Institutional advertising, the use of 
which has fallen off, is confined princi- 
pally to advertising model display 
houses or display rooms, or to some 
special service which the store has to 
offer. 


REGULAR AND SPECIAL PROMOTIONS 


The reporting stores were asked to 
classify themselves as to their promo- 
tional emphasis in regard to furniture. 
Twenty-four admitted a policy of chief 
emphasis on frequent special sales and 
twenty a policy of emphasis on regular 
stock. Two stores checked both, show- 
ing the lack of a carefully planned policy. 
Only a few years ago, it was customary 
for all stores to run two special promo- 
tions each year; the August-September 
and February furniture sales. This still 
applies to many stores today. An esti- 
mate made by a store executive was that 
42 per cent of the year’s business is done 
during the months in which these promo- 
tions are held. Because of this fact, his 
store operates with a high markup, and 
large markdowns are taken during these 
months. Stores are beginning to realize, 
however, that people need furniture all 
year around and that every month offers 
excellent promotional opportunities at 


normal markups for specific furniture 
items. 

Promotion Calendar. The following 
table shows the furniture promotions 
held each month and the number of 
stores that observe each event: 


January: Number of stores 
Inventory clearance.................. 36 
EES ee eT er T ee 1 

February: 

Half yearly sales..................... 48 
Better homes week................... 1 
Inventory clearance.................. 1 

March: 

Cn ¢has weisctiace+heeaeeh 21 
Better home month.................. 1 
RNS Te 4 

April: 

Home decorating week............... 21 
Store anniversary sale................ 4 
EE, vt ctiniely sedeshs + xed s « 1 

May: 

Summer furniture.................... 44 
May anniversary.................... 2 
Housecleaning....................... 1 
June: 
Sales for the Bride................... 24 
Summer furniture.................... 1 
Anniversary sales.................... 1 
eRe bag E vais st ades.s «hn 1 
Summer homes....................-: 1 

July: 

SE ee ee 15 
ee 4 

August: 

Half yearly sale...................... 48 
Inventory clearance.................. 1 

September: 

Continuance of half yearly sale........ 7 
OS NEDO ie) ee eae es 1 
Promotion of new seasonable merchan- 

se a he painter es.k es Soe Sec 1 
Special promotion.................... 2 
Anniversary sale..................... 1 

October: 
a 15 
Anniversary sale..................... 1 
Home-decorating week............... 1 
coh aehan th dee esac’. bs 1 
Better homes week................... 1 
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I ik ss rele kms tennis eine 3 
Promotion of new seasonable merchan- 
SEES Seay cee vie Sen eaea etre 1 
November: 
CRUE. 6 SS RS 2 
Holiday shop early special............ 1 
Thanksgiving sale.................... 1 
Special purchase sale................. 1 
Christmas items..................... 1 
Dining-room promotion............... 2 
December: 
Household gifts for the home.......... 47 


The table shows that February and 
August sales are run by all stores. Also 
during the Christmas season the depart- 
ments feature gifts for the home in order 
to capture their share of the holiday 
business. Summer furniture is becom- 
ing more important. There has been a 
marked improvement in styling of this 
merchandise and it seems to have be- 
come a well-established seasonable item. 
The establishment of a national “better 
homes week” or “home-decorating week” 
would probably give better results than 
are obtained from the present haphazard 
method in which this promotion is con- 
ducted. Volume can be increased dur- 
ing the other months of the year by 
appealing to special seasonal interests, 
such as the June sale for the bride and 
moving month specials in October. 
Most of the other promotions shown in 
the table are storewide promotions in 
which the furniture department shares. 
One well-known New York store is 
tending toward a steady promotion of 
furniture. It now operates at a lower 
initial markup and avoids the large 
markdowns necessitated by the biennial 
sales. It offers good values every day 
of the year, avoids the misleading reduc- 
tions in price from exorbitant original 
prices, and sells a large portion of its 
furniture at a fair markup. 


DISPLAY 


One of the most interesting and difficult 
problems with which furniture depart- 
ments are faced is how to display furni- 
ture properly. Although more space is 
given to the furniture departments than 
to any other, New York stores using 
from one half to three floors, it is still 
less than the department could use. 
This accounts for the low volume of 
sales per square foot of approximately 
$15 compared with over $35 for the 
store as a whole. Although attempts 
have been made to try to decrease the 
occupancy expense, such as selling from 
floor samples and delivering from the 
factory, the figure remains about 13 per 
cent of sales and the opportunity for im- 
provement seems to lie in sales increase 
rather than use of less space. However, 
there is room for much improvement in 
many departments for a better display 
in the allotted space. 

The most widely used department dis- 
plays reported by the stores are as fol- 
lows: 


Number of stores 
Display houses and rooms............. 38 
Low partitions throughout department. 24 
Large signs in department............ 26 


Display Houses and Rooms. One of 
the most valuable means of display is 
the use of display houses or display 
rooms. This is the one thing which 
attracts more attention than anything 
else on the furniture floor. Its use is 
becoming more and more prevalent each 
day. These houses can be erected at 
very little cost, one store building a 33- 
room house for $3,000. There is a 
wealth of uses to which these houses can 
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” 4é stores reported on kinds of 


AL 
dispiay houses as follows: 
Number of store 
ER av ebi cm akon barbers nes 23 
Modern house..............--020000- 20 
EEE a i a RS Sn 14 
Budget house........................ Il 


In decorating the period house, eight- 
eenth-century styles proved the most 
prevalent; colonial and early California 
were the other two periods reported. 

The principal use to which this type 
of display can be put is to enable cus- 
tomers to visualize the furniture as it 
appears in a room. This display en- 
hances the beauty of the furniture, and 
also shows objects scattered throughout 
the department in unit ensembles. The 
rooms are put to many advantageous 
uses such as showing customers (1) 
how to overcome defects in rooms, (2) 
how to make small rooms appear larger 
and dark rooms look light, (3) how to 
furnish a one-room apartment to the best 
advantage, and (4) how to furnish homes 
on a limited budget. 

Low Partitions. Low partitions are 
particularly valuable in the display of 
cabinet furniture such as bedroom and 
dining-room suites. Many stores are 
able to form beautiful displays with 
them. One store erected large sections 
of low partitions throughout one part of 
the department. These proved of little 
or no value due to the fact that in periods 
when stocks were increased more furni- 
ture was placed inside these partitions 
than could be properly displayed there. 
The whole purpose of this type of dis- 
play was lost and the departments would 
have been better off if no partitions 
had been erected. 

Signs. Promotional stores find the 
use of large signs of great advantage. 
There is a type of sign which many 


stores are using today; it is a chromium 
stand into which signs are inserted. 
This type of sign can be used to adver- 
tise some special feature of the depart- 
ment. One other method of display is 
the perhaps temporary setting up of 
some special section such as an 
eighteenth-century shop, antique shop, 
or a modern section. 

Other Means of Display. In reply to 
a question in regard to other means of 
display, stores answered as follows: 


Number of stores 
Window displays....................- 51 
Furnishing new homes for display. ..... 20 
Photographing of furniture for papers.. 12 
Displays in other departments......... 26 


Window displays were used continuously 
by thirty-two stores. Because of the 
location of furniture departments on 
upper floors, the use of frequent displays 
is of great value. Some stores, how- 
ever, believe it more profitable to use 
mass display and to use windows less 
frequently. Most stores found the 
other means of display of minor value. 


TRAINING 


Sales promotion involves much more 
than the impersonal methods of publicity 
discussed above. It includes also the 
development of an efficient salesforce. 
This involves, primarily, training and 
adequate remuneration. ‘Training is 
particularly important today because of 
the present trend to tailor-made ensem- 
bles. It was formerly the custom for 
people to buy a suite of furniture in 
which all pieces matched, but nowadays 
people of taste have become educated to 
furnish a home more beautifully by 
buying each article individually to har- 
monize with the room and other pieces, 
but the use of the old three-piece suite is 
on the way out. Accordingly, the sales- 
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man needs more training in appropriate 
choice than was formerly the case. 
Again, customers today are better judges 
of quality and wish to know all about 
the construction and materials which 
go into the article which they are pur- 
chasing. This fact, too, has led to the 
need for a better trained salesforce, for a 
force that cannot only answer customers’ 
questions correctly, but that can advise 
the customer in a professional capacity. 

Training Agencies. In order to carry 
out a training policy, there are many 
agencies that the store may call upon 
to perform this duty. The results of 
the questionnaire showed the use of the 
following training agencies: 


Number of stores 
50 Department executives 
30 Store training department 
15 Interior decorator maintained by the 
furniture department 
3 Outside decorator called into store to 
train salesmen 
1 Artschool or school of design 


It should be noted that in almost all 
stores department executives were called 
upon to train the staffs. However, the 
other duties which they have to perform, 
especially in the larger stores, limit the 
time they can devote to training. Cer- 
tainly no person in the store should be 
better qualified to carry out this func- 
tion, and the buyer is usually called 
upon to show the furniture he has bought 
and to pass on to the clerks the selling 
points of the articles. By giving the 
clerks this information, he is usually able 
to create enthusiasm for the article re- 
sulting in a better selling job. In the 
smaller stores the department executives 
are quite often the only persons who can 
be called upon to do the training. They 
alone must train clerks in all subjects 
which they wish them to know. 


Store Training Departments. The 
second most frequently used agency is 
the store training department. While it 
is used by only about half the stores, 
nearly every store that had a training 
department used it for this purpose. 

One training department prepares 
periodic bulletins which are distributed. 
Each of these describes some type of 
house, a different type of architecture 
being chosen for each edition. There is 
usually a drawing of the type house on 
the first page accompanied by a short 
description of the architecture. The 
outstanding features, both exterior and 
interior, are given. Next, a description 
of the furniture for the house is pre- 
sented. A description is also given as 
to colors, accessories, and fabrics to be 
used with the furniture. 

Subjects Taught. In most stores, the 
training course in furniture covered most 
phases of the subject. The stores re- 
ported the following subjects taught: 


Number of stores 
WHEE, . Covwins sc cass oeahpeyaiene 44 
DMN Siva sat ecacecialirenesaton 41 
pear br Ait 41 
soi ieks ccvacamebbas Seaweed 38 
Ss 63.5 eWen on os eens RePeks 35 
Parlod Mable yes «0s s 455 cab sicwcion 27 


While the grouping of ensembles was 
taught in most stores, two subjects which 
go hand in hand with it; namely, color 
and period history, were neglected by 
many. The nature of these subjects 
should go far to create interest. It is 
certainly necessary to have an harmoni- 
ous color scheme in a well-decorated 
house. It is also necessary to know 
what extraneous furniture can be in- 
cluded in a room of a certain period. 
For example, the course in period history 
should point out that it is proper to 
place a piece of Chinese furniture in a 
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Chippendale room and explain the 
reason. 

With a well-trained personnel, the 
store is able to give customers more 
permanently satisfying service. Cus- 
tomers will realize that they are being 
sold the proper thing; this will increase 
the good will of the store. Clerks are 
also able to increase the size of their 
sales by the suggestive selling which 
this training makes possible. Customer 
satisfaction should lead to fewer returns 
which are an added expense to any store. 


FACTORS INCREASING FURNITURE SALES 


In order to discover how furniture de- 
partments are planning to realize the 
present opportunity to increase the 
volume of sales, a question was asked as 
to what factors the stores considered 
most important in increasing sales today. 
The answers were as follows: 


Number of stores 
Trading up; better quality............ 39 
Increase in the number of transactions 
by attracting more people through 


Increase in transactions by offering 


better assortments................. 23 
Increase in transactions by offering lib- 

eral credit terms................... 19 
Increase in the number of articles sold 

per transaction..................4. 1 
Higher prices for the same quality..... 0 


Though most stores feel that by selling 
better quality merchandise they will be 
able to increase department sales, the 
fact should not be overlooked that 
prices for the same quality are tending 
to increase. With the prospect of in- 
creased volume, it is only natural that 
stores should extend their publicity 
programs. This, too, should account for 
the number who would offer better 
assortments. 

In reply to a question as to policies 
and methods to which the stores attrib- 
ute their success, the majority indicated 
that the most important factor is hav- 
ing the proper stock at the proper price. 
Once this requirement is met, however, 
there is need for an aggressive promo- 
tion program, using both impersonal and 
personal means, to attract customers to 
the carefully selected stocks. 





Continued from page 45 


tance given to the item of heel in evening 
shoes by the stores answering the ques- 
tionnaire. Many pointed out that al- 
most every prospective buyer of any 
evening shoe knows whether she wanted 
a high heel or a low one. Since this is 
the case, it is possible to cut the hunting 
time for a shoe in half by placing all the 
low-heel shoes in one place and all the 
high-heeled ones in another. 


CONCLUSION 


The floor plan on page 45 is that 
of the higher priced shoe department of 


a New York store. It approximates 
the arrangement suggested above. The 
different types, price lines, and styles 
are found in each of the material and 
heel sections appearing on the plan. 

It must be pointed out that the ar- 
rangement outlined above is to be ap- 
plied only to a stock of women’s shoes. 
In other lines of merchandise, the rela- 
tive importance of the factors vary. In 
some cases, it is desirable to have price a 
major breakdown and in others size. 
But the plan suggested seems well fitted 
to the requirements of the women’s 
shoe department. 
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Merchandising and Operating Results 
In 1935 


ELMER O. SCHALLER 


While the showing of department and specialty stores improved in 
1935, there are problems of obtaining volume and holding down 
expenses still to be solved. 


For the first time in almost a decade, 
the typical department store or specialty 
shop operated profitably in 1935. Gross 
margin remained about the same as in 
1934, but expenses declined. Net gain 
averaged 3.4 per cent of net sales. 

These are the most significant facts 
revealed by the 1935 Deparimental Mer- 
chandising and Operating Results issued 
by the Controllers’ Congress of the 
National Retail Dry Goods Association 
and Operating Results of Department and 
Specialty Stores in 1935 published by 
the Bureau of Business Research, Har- 
vard University Graduate School of 
Business Administration. 

The improved profit showing is par- 
tially attributable to increased sales 
volume. In 1935, department store 
sales volume increased 4 per cent or 5 


per cent over 1934. Since retail prices 
declined about 2 per cent in 1935, the 
physical volume of goods handled in 
1935 was 6 per cent or 7 per cent larger 
than in 1934. This increased sales 
volume does not adequately reflect the 
increase in consumer purchasing power 
that normally accompanies an improve- 
ment in general business conditions such 
as was experienced in 1935. The 1935 
profit showing is the result of increased 
operating and merchandising efficiency 
as well as of greater sales volume. 

The following table compiled from the 
Harvard figures allows a comparison of 
1935 with 1934. One of the interesting 
deductions to be drawn from it is the 
tendency relative to the correlation of 
size and profit. Prior to 1933, there was 
an unmistakable tendency for the rate of 


COMPARISON OF MERCHANDISING RESULTS 1934-1935 


Department Stores Specialty Stores 
ales Volume 
Less than $500,000- $2,000,000 $2,000,000 
$500,000 $2,000,000 and over and over 
1934 1935 1934 1935 1934 1935 1934 = 1935 
Total merchandise cost.... 68.6% 68.6% 66.4% 66.3% 64.1% 63.9% 63.9% 63.3% 
Total expenses............ 31.8 32.4 33.6 33.5 36.6 36.0 37.3 36.5 
Net profit or loss......... L.4 11.0 0.0 nt ee Al L1.2 2 
Net gain (before Federal 
Income Tax)........... 2:2 2.0 30 865.3 3.1 3.7 1.6 2.8 
Rate of stock-turn........ 2.6 2.6 3.7 40 46 4.7 7.5 7.0 
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net profit to vary directly with the size 
of store. In 1933 and 1934 the typical 
percentages of net profit to sales were 
approximately the same for department 
stores of all sizes, and hence these years 
witnessed a definite improvement in the 
fortunes of small department stores com- 
pared with those of the larger ones. 
But in 1935 there was a reversal of the 
status of the smaller stores; the earnings 
of department stores having sales of 
less than $500,000 were noticeably 
poorer than those of medium-size and 
large stores. Thus, once again, profits 
and size vary directly. 

According to the report of the Con- 
trollers’ Congress, the piece goods, small 
wares, accessories, and men’s and boys’ 
divisions operated at a profit. The ap- 
parel division did likewise, except the 
dress departments. The home-furnish- 
ings and miscellaneous divisions experi- 
enced losses. The basement division did 
not operate as satisfactorily as during 
depression years. The ten best depart- 
ments, based on their dollar profit con- 
tributions, were men’s furnishings, 
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hosiery, furs, corsets, petticoats and 
slips, silk and muslin underwear, wom- 
en’s coats and suits, gloves, juniors’ 
and misses coats and suits, and women’s 
shoes. The ten most unprofitable 
departments were furniture, women’s 
dresses, major household appliances, mis- 
cellaneous house furnishings, sporting 
goods, basement dresses, restaurant, 
basement piece goods, tires, and pat- 
terns. 

In view of the anticipated building 
boom, it is wise to focus special attention 
on the home-furnishings division. ” Al- 
though it produced about 18 per cent of 
the total store volume in 1935, it oper- 
ated at a substantial loss. It absorbed 
roughly 20 per cent of the profit accum- 
ulated by other departments. Its high 
expense ratio requires reduction. The 
alternative is to raise the gross margin 
which is already fairly high. 

Typical figures for department and 
specialty stores in 1935 taken from the 
Controllers’ Congress report are pre- 
sented in the following table. 


TYPICAL FIGURES FOR DEPARTMENT AND SPECIALTY STORES, 1935 


Department Stores Specialty 
ales Volume Stores 
$500,000- $1,000,000- $2,000,000- $5,000,000- $10,000,000 Over 

$1,000,000 $2,000,000 $5,000,000 $10,000,000 and over $500,000 

Cumulative markup............... 37.9% 38.3% 38.0% 38.6% 38.7% 40.0% 
a ee 7.3 6.8 6.9 7.0 6.5 8.6 
Stock shortages................... 1.0 1.0 1.2 1.2 1.5 8 
Workroom cost..................-. 4 5 Pe 6 6 5 
ee ee eee 2.6 2.6 2:7 3.0 3.3 4.3 
Stock turnover................... 3.2 3.5 4.0 4.1 4.2 A 
Returns, per cent of gross sales... . . 6.1 7.1 8.4 11.0 10.4 11.3 
Gross margin..................... 34.7 34.6 35.6 35.9 36.3 38.0 
Total operating expense........... 33.0 32.7 33.7 34.8 35.0 36.6 
BOUT Snne'e Sicnd ss WeGice cd eves. 1.7 1.9 1.9 1.1 1.3 1.4 
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The International Statistical Bureau’s Index 


of Consumer 


The International Statistical Bureau’s 
Index of Consumer Expenditures ap- 
peared for the first time this spring. It 
covers all groups of retail outlets classi- 
fied as in the Biennial Census of Distri- 
bution taken by the Department of 
Commerce. It is published currently in 
a special supplement called The Trend 
of Distribution. 

The composite index represents about 
eight different series, and the number is 
being increased as rapidly as possible. 
The series entering into the composite 
index consists principally of various re- 
ports of the Department of Commerce 
(for example, monthly reports of sales of 
independent retailers), the Federal Re- 
serve reports, including some special 


Expenditures 


reports which the Bureau receives from 
various districts, reports issued by cer- 
tain trade publications, and certain other 
confidential reports which the Bureau re- 
ceives directly from various national 
organizations. 

The year 1929 has been taken as a base 
of 100, since that was the first year of 
the Government census report. The 
current data received is compared with 
the Biennial Census of Distribution and 
is adjusted from time to time so as to 
make the current monthly figures com- 
parable with the Census of Distribution 
data. 

The Bureau also maintains a monthly 
index of consumer income. The chart 
shows that the two indexes move closely 
together. 
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Speech Improvement in Department Stores 


ALIcE M. Morrison 


The results of a test in pronunciation given to 240 employees in a large 
department store are presented in this study. 


INTEREST IN SPEECH IMPROVEMENT 


During recent years, there has been 
an increasing interest in the speech 
habits of men and women in business. 
Of the factors that have influenced this 
growth of interest, the two most impor- 
tant are the radio and sound pictures. 

Radio depends solely on sound for the 
conveying of ideas. Not only is a pleas- 
ing voice necessary, but also correct 
pronunciation and correct grammatical 
construction. The Rockefeller Founda- 
tion recently appropriated funds for 
the purpose of improving English dic- 
tion and for the study of the possible 
use of short-wave radio broadcasting 
for cultural purposes. The Foundation 
employed Professor Loyd James, ad- 
viser to the British Broadcasting Cor- 
poration and teacher of phonetics at 
London University, to come to America 
to assist with the work. Professor 
James predicts that the radio will stand- 
ardize spoken languages in the same 
manner as the printing press has stand- 
ardized written languages. Not since 
the days of the bards and minstrels, be- 
fore the printing press, has the vocal ex- 
pression of ideas been so important. 

Since the development of sound pic- 
tures, there has been a greater tie-up 
between the legitimate theater and mov- 
ing pictures. Stars of each field of en- 
tertainment have been exchanged by 
producers and directors. The use of 
dialects and accents in character por- 
trayals, and the development of the 
techniques of sound effects, have added 


greatly to the entertainment and cul- 
tural value of the screen. A pleasant, 
distinct voice is now as important in 
the movies as it has always been on the 
stage. Both the movies and the legiti- 
mate theater have enjoyed an increase 
in interest and attendance in the last 
few years. 

Other indications of an increasing in- 
terest in speech improvement have been 
the publishing of several articles giving 
selected readings containing frequently 
mispronounced words, and the increased 
attendance of business men and women 
in classes on speech training and im- 
provement. 

Speech Work in Department Stores. It 
was the purpose of the writer, at the 
start, to discover just what was being 
done by retail organizations to improve 
the speech of their employees. Several 
New York stores were visited, but talks 
with the training heads revealed that 
the work being done was very limited, 
though there seemed to be a definite 
interest in introducing such training at 
some future date. 

One store expressed the thought that 
speech-improvement efforts were dif- 
ficult to make effective or lasting, and 
that they were in a good many instances 
nonessential. Customer surveys of the 
store had shown that while errors in 
speech were mentioned by the customers 
in the list of annoying experiences in 
the store, incorrect English ranked al- 
most at the bottom. 
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Most of the other stores interviewed, 
however, indicated that some training 
was being done at the present time, with 
more planned for next year. One store 
provides special training, for their eleva- 
tor operators, in correct pronunciation, 
pleasing voice and diction, and in ac- 
curate floor calls. Shopping reports on 
these and other points, such as appear- 
ance and operation, made before and 
after training work seemed to indicate 
an improvement in service. 

Most of the stores interviewed stated 
that while no tests were given, speech 
was important in the interviewer’s mind 
in estimating the prospective employee’s 
probable success in customer contacts. 
Many of the stores include in their mer- 
chandise manuals lists of words which 
are frequently pronounced incorrectly by 
salespeople. As new materials, new 
styles, or names of designers come into 
prominence, pronunciations of the new 
terms are given through the store bul- 
letin or by the training representatives 
on the floor. 

The training director. of one New York 
store indicated a very pronounced in- 
terest in speech as supplementary train- 
ing material to actual system instruc- 
tion. This store gave a series of lessons 
at a nominal charge this spring for 
people needing assistance in speech dif- 
ficulties. It plans to offer a course for 
executives in the fall of 1936 in speech 
making and in the conducting of meet- 
ings. The training director pointed out 
that, in emphasizing speech training, 
teachers should caution salespeople to 
avoid correcting customers. Failure to 
pronounce a word correctly may indi- 
cate to the customer that the salesperson 
is careless and improperly trained. 
However, if a customer asks for some- 


thing incorrectly, it is not the place of 
the salesperson to “show her up” or to 
correct her. Many stores instruct their 
people to mispronounce the word as the 
customer has done. 

In Pittsburgh, the department stores 
codperated with the Research Bureau for 
Retail Training, of the University of 
Pittsburgh, in conducting a series of six 
meetings on “Better Speech for Better 
Jobs.” There was an attendance at 
these meetings of about three hundred. 
The meetings were held every Tuesday 
in one of the large stores, and were con- 
ducted by one of the public-speaking 
professors of the University. The chief 
topics of discussion were: better voice, 
better pronunciation, better expression, 
and rules for the game of speech in the 
business world. 


THE BETTER SPEECH INSTITUTE 
OF AMERICA 


The Better Speech Institute of Amer- 
ica, with home offices in Chicago, is an 
organization which has been established 
for the purpose of selling a course in 
speech improvement. To further the 
interest in this course, the organization 
has done many things to focus attention 
on the need for better speech, including 
several radio broadcasts from Chicago. 
The course is presented in fifteen lessons 
with each lesson covered in a separate 
booklet. The work of the Better Speech 
Institute has served to crystalize the in- 
terest engendered by the various in- 
fluences mentioned. 

Distribution of Course. The course of 
the Better Speech Institute has been 
distributed to various business organiza- 
tions from coast to coast to be used in 
their educational programs. Over 108, 
000 sets of booklets have been distrib- 
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uted in this way. Of this number, 
over 18,000 sets have been purchased by 
employees of retail organizations (April 
1936). Stores have served as distribut- 
ing agents, making the books available 
to their employees at much reduced 
rates through large quantity buying. 
One store offered the course to its em- 
ployees, with the store paying almost 
half the cost. A good response was ob- 
tained to the offering on this basis. 
About five or six months later, another 
offering of the books was called to the 
attention of the salespeople, this time 
at full price. The number of purchases 
in the second offering almost equalled 
the number who bought the first offering 
at the reduced price. The number of 
sets sold is not wholly indicative of the 
interest or use as in many cases two or 
more purchased a set together. 

Survey of the Stores Using the Course. 
A number of letters were sent by the 
writer to stores outside of New York 
that had adopted the course of the Better 
Speech Institute to determine how it 
was being used and to gather any infor- 
mation on speech work which was being 
done in the other parts of the country. 
The information received from these 
letters and from the stores interviewed 
in the City of New York using the course 
is as follows: 

Of the twenty-five stores using the 
course, only two failed to respond to 
inquires as to the extent of their speech 
work. The total number of stores in- 
cluded in the survey, then, is twenty- 
three. 


1. Fourteen of the twenty-three stores have held 
study groups on speech during the last 
year. 

2. All of the study groups were mixed groups 
containing selling and nonselling em- 
ployees, executives and nonexecutives, and 


both men and women. The mixed nature 
of the group was caused by the difficulty in 
finding more than one time when a group of 
sufficient size could be gathered. 

3. The classes ranged in size from ten to two 
hundred, with the average size about fifty. 

4. All of the fourteen classes organized used the 
combination of lecture and class discussion 
to present the in formation to the group. 

5. Four of the groups met twice a week; nine met 
once a week; and one met twice a month. 

6. All of the classes were held after store hours 
except in one store where small classes were 
scheduled at varying times during the day. 

7. Twelve stores indicated that other speech 
training in addition to classwork was being 
done. The other work mentioned included 
special training of elevator operators, bul- 
letins on new terms, merchandise manuals 
containing correct pronunciations, and 
outside speakers from universities and 
other educational groups. 

8. All of the stores expressed a decided interest 
in speech work and indicated a desire to 
learn the results of the completed report on 
the subject. 

9. One store held a small study group, of ten 
members, on diction and voice placement. 


TEST IN SPEECH ACCURACY 


Since the speech work of the stores is 
somewhat limited in: scope and in the 
number of stores undertaking such proj- 
ects, this study has been expanded to 
include the presentation of a short test 
on pronunciation, composed of two 
parts—one on accent, the other on other 
phases of pronunciation. A copy of the 
test, with the correct answers, checked, 
appears on the opposite page. A large, 
typical New York store was selected to 
furnish a sample that would indicate the 
need of speech training for store em- 
ployees. At the same time, it was hoped 
that the test would serve as a training 
device for attracting attention to the 
matter and encouraging further efforts at 
improvement. 

The test given was written, although 
an oral test would have been more ac- 
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Key 
ACCURACY IN SPEECH 


ik ccs Remember your number. Test scores will be given out by number only. 
Do not write your name on this sheet 
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Position in the store (salesclerk, section manager, etc.)............000 ccc ececcccucucccucuuccccecuuuuuucceecucenves 
Have you had special training in speech or English in the last 3 years?...... 2.2.00. ce cu cccccccuvcuee 
Have you studied the Chicago Practical English Course in 15 lessons?..... 2.2.00 ooo ccc ccc cee cecucceccucuce ~ 


Are you a graduate of grade school?...... high school?...... college?...... 
Part I 


Check the word with the correct stress or accent in the following groups of words. 
Example: PRO’ - fess - or —_— 
pro - FESS’ -or Vv 


1. POS’ - i - tive - ly Vv 11. mate - las - SE’ 
pos -i - TIVE’ - ly <n MAT? - las - se 
2. THE’ - a - ter Vv 12. dis - CHARGE’ 
the - A - ter — DIS’ - charge 
3. gen -u- INE’ ru 13. ad - MI’ - ra - ble 
GEN’ - u - ine — AD’ - mi - ra - ble 
4. com - PA’ - ra - ble “a. 14. pro - nun - ci - A’ - tion 
COM’ - pa - ra - ble —_ RO’ - nun - ci - a - tion 
5. IN’ - ter - est - ed Vv 15. PREF’ - er - a - ble 
in - ter - EST’ - ed Suen pref - ER’ - a - ble 
6. AD’ - dress er 16. caf-e-TE’-ri-a 
ad - DRESS’ — CAF’ -e-te-ri-a 
7. DI’ - gest (verb) es 17. PRE’ - ce - dence 
di - GEST’ ——_ pre - CE’ - dence 
8, ex - QUI’ - site i 18. DI’ - van 
EX’ - qui - site —a- di - VAN’ 
9. im - PORT’ (noun) a 19. - FUME’ (verb) 
IM’ - port — ER’ - fume 
10. su - per - FLU’ - ous PY # 20. rat -i- NE’ 
su - PER’ - flu - ous ae RAT’ -i- ne 
Part II 


Example: Mousse is pronounced the same as moose. 


. The first “r” in surprise is silent. 

The “h” in forehead is silent. 

The second “‘t” in strictly should be pronounced. 

. Err is pronounced as the word “air.” 

There is no “th” sound in the word, height. 

Chic is pronounced as sheik, not chick. 

. The “cou” in coupon is pronounced “kew.” 

. The first ‘‘n’’ in government is silent. 

. Extraordinary is pronounced ex-tror-dinary, not extra-ordinary. 
10. The first “i” in Jialian is pronounced as the “‘i” in hit. 

11. The “chi” in chiropodist is pronounced as “ki” to rhyme with high. 
12. Column is pronounced “kolyum,”’ not “kolum.” 

13. The “rad” in radiator is pronounced as the “rad” in radish. 

14. The “ge” in lingerie is given a zh sound as the “‘z”’ in azure. 

15. Rinse is pronounced to rhyme with mince. 

16. Handkerchief is pronounced hand-ker-chief not hang-ker-chif. 

17. The “a” in gratis is pronounced as in rat. 

18. The “t” in often is silent. 

19. Comptroller is pronounced the same as controller. 

20. Suéte referring to furniture is pronounced sweet. 

21. The first “a” in data is pronounced as in “pay,” not as in “dad.” 
22. The first “r” in February is silent. 

23. Hosiery is pronounced ho-zher-ee not hos-a-ry. 

24. Jewelry is pronounced as jew-el-ry not jewlry. 

25. Stationery meaning paper is pronounced sta-tion-air-y not sta-tion-er-y. 
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curate for correct pronunciation. Prob- 
ably many people do not realize where 
they place the accent on a word, or 
whether a letter is silent or pronounced. 
The written test was necessarily aca- 
demic, but work conditions in the store 
made an oral test impossible. 

The test was given by the training 
supervisors on the various floors to the 
selling-floor personnel. In some cases it 
was given to small groups and in other 
cases it was taken individually. In all 
cases, however, the test was completed 
at one time. There were no -restric- 
tions on the length of time allowed. 

After the tests were given to the sales- 
people, the correct answers were read 
and actively discussed. This discussion 
aroused interest and secured attention 
and performed a more important func- 
tion than that of simply providing ratings. 

While the test used did serve as an 
indicator of accuracy in pronunciation, 
there were factors which must be con- 
sidered in interpreting results. The 
test was given by different people at 
varying times and places. In some few 
cases, there may have been discussion 
among those taking the test, though 
this was discouraged as much as possible 
when the test was presented, and no 
names were placed on the papers. This 
last precaution was to assure the em- 
ployee that the results would not be re- 
corded on his permanent record, or held 
against him in any way. 

Composition of the Test. The words 
used in the test were selected from 
several sources. The lists mentioned in 
the course of the Better Speech Institute 
were used, and words were taken from 
suggestions given by students and teach- 
ers interested in department-store work. 
It was necessary to limit the number of 
words used due to the brief period of 
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time the average store employee could 
take to write such a test. The words 
selected from a tentative list of two 
hundred to two hundred and fifty were 
the ones which were considered to be 
most frequently used in department 
stores and most often mispronounced, 
though not necessarily by salespeople 
only. Salespeople, however, were by 
far the largest group participating. All 
words which have more than one pos- 
sible correct pronunciation were avoided 
except in three instances. In two, data 
and gratis, an incorrect, frequently used 
pronunciation was suggested in the true 
and false test. The third word, divan, 
given in the part of the test on accent, 
is the only other used over which 
authorities disagree. The Webster New 
International Dictionary, second edi- 
tion, unabridged, 1935, was used to 
determine the correct pronunciation of 
words used in the test. 

Results of the Test. Of the two hun- 
dred and forty taking the test there were 
179 women, 46 men, and 15 who did not 
fill in the information. There were 37 
executives, 184 salespeople, and 19 who 
did not indicate their jobs. The execu- 
tive group consisted mostly of section 
managers, and a few of those in other 
types of supervisory capacities. 

The scores are as follows: 


Average 

(median) 

Number number 

taking missed 

best ous of 45 
College graduates............ 99 9 
High-school graduates........ 112 12 
Grade-school graduates....... 19 16 
Schooling not indicated....... 10 13 
SR ea ae re 240 11 


The scores of those with a greater 
amount of education are lower in number 
missed, indicating a correlation between 
the amount of schoolwork and ability 
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to take a written test on pronunciation. 
The fact that the test was written, as 
indicated before, may have been an im- 
portant factor in the results as shown. 
The fact that the number missed is as 
high as it is indicates again that there 
is a great deal of uncertainty in the 
minds of many people on the correct 
pronunciation of many common words. 

The distribution of the scores, based 
on the number missed, from low to high 
scores, follows a normal spread, with the 
largest number concentrated near the 
middle. The lowest number missed was 
zero and the highest was twenty-three. 

Results grouped according to the 
number missed: 


Number Number 

missed of bests 
DPE eh scccschesss 0-5 28 
Group II.............. 6-10 81 
Group IIT.............. 11-15 85 
UEP ED ici ocsndioe bens 16-20 36 
EN vont whivrewienys 21-25 10 
240 


Words Mispronounced. An analysis 
of the number who missed each of the 
words in Part I of the test follows: 


BS ao ey 81 
BRP o eeP er ee res: 12 
if ANT eit See ees 10 
We CER. occ ivebowacvecestacecs 25 
OA ey ero 14 
Ce ee HSI A. 78 
7. digest (verb).......... 52 
oo RS er yee reer uae 44 
9. import (noun).................... 32 
10. superfluous....................05. 21 
RE ea a 79 
RT eee. 72 
SRG Sa bien po nted chetaaeed ect 13 
14. pronunciation..................... 59 
NUS cc oe scccekcceSevcvacts 11 
PE Secs csscicdeccececcsaved 71 
REAR Te See en ae 175 
18. precedence... apt eeeeeeeeeeeeees 188 
19. perfume (verb).................4-- 87 
EL eee ere 71 


Each of the twenty-five words in 
Part II of the test were missed by the 
number of people indicated below: 


Be I oink 03 sion 0b oicnasdew Sens 87 
Bi GR s 6 oi Sek s te citadeccesaees 76 
S Si di ei TRINA 31 
ees POPC ee Tee eT ee 65 
BR us.5s iakindhs «Caren teee 21 
Oi ins iatasubinn coogi cee 39 
Fu Gre vc cccvasenwiatiasstaenene 75 
8. government..................2000: 36 
9. extraordinary..................... 23 
We Bias 6 ish idk ceases 31 
SE, IR ine 0 tins sv adios dae 142 
SMa sii.n'ns cana bios 0 Wek becbel 45 
Os HI oka one dcilsen cho Race eee 63 
DUMMIES Ss icetcutodedecsustiN cen 23 
DG IS AW SE eA 8 
16. handkerchief...................... 74 
Fs ME iciichnadsintiveh shoes teante 164 
NS hess tain nds cree seckaleves 54 
BP UNOS Ss ge ccvcccsubssuaenans 77 
SU Ci oki kia ss cchevcusheedeues 33 
PPG i516. Ea 103 
BR PIE din <i detenb sv eve es He 42 
Ss Is sho pe nions's vo cbcawegaiean ech tet 28 
Pac soscccccvensvnesccananns 72 
ee is 5 vc ves intda iieeieawe 66 


The ten words which were missed by 
the greatest number of people are taken 
from the preceding data and listed in 
order: 


Number 
mis, : 
OUNCE 1; 
the 
Dy IL dae dscacndeakenbeaes 188 
ie csi idk a> sigh cae nected aemal 175 
PRs ns ond cana xe ka on anieaieean 164 
GME 6s nid <tbe'sn> vecagnuns 142 
DN 40650885 s oi gkeeieo Oa 103 
0 iii ce tan ieknieranihan 87 
OE EL EE eee 87 
IE, ons canner -gnhed <sanete 81 
CRE ARE, F 79 
i Ss tnvicns nedananasenee’ 77 


Probably the reason for precedence 
heading the list is the change in accent 
in pronouncing precedent and precedence. 
Divan is a frequently mispronounced 
word since the accent varies according 
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to the meaning. It was included to call 
attention to the accent which is most 
frequently used in stores and which is 
preferred by most authorities. Almost 
every department has a chiropodist for 
both customers and employees; for this 
reason, its correct pronunciation is cer- 
tainly important. Matelasse is a word 
not familiar to many outside of the 
fabric departments; this probably ex- 
plains its frequent mispronunciation. 


CONCLUSION 


No tangible results of speech training 
occur which can be specifically measured 
as the results are too indefinite. Gen- 
eral interest and improvements in in- 
dividual cases are usually noted, how- 
ever. During depression periods of 
business, stores usually cut the work 
which gives results not easily measured 
or quickly achieved. Speech training is 


one of the best examples of training 
having these two characteristics. It is 
not the importance of results, but the 
speed of achievement and ease of meas- 
urement which determine in many cases 
the time and effort spent on the specific 
phases of training work. 

The increasing use of sound films for 
improving salesmanship in the store 
indirectly calls attention to the impor- 
tance of the voice in conveying the selling 
message. Other devices for holding or 
gaining attention are posters for bulletin 
boards, notices in the store bulletin, 
and special meetings on pronunciation, 
voice, and other problems of vocal com- 
munication. Certainly every training 
department should prepare a list of 
errors in pronunciation generally made 
and another list of departmental errors. 
Contributions from the employees would 
add interest and at the same time give a 
more complete and valuable list. 


Book Reviews 


Minimum Prices under the NRA by 
HERBERT F. Taccart. Michigan 
Business Studies, Vol. VII, No. 3. 
Michigan: Bureau of Business Re- 
search, University of Michigan, 1936, 
477 pages. 


This book is more than a history of the 
attempt of the NRA to control prices. It is a 
careful discussion of the whole philosophy of 
price fixing. 

The author points out the weaknesses of 
prohibiting sales below average cost, below 
individual cost, below prices that limit losses, 
and below emergency minimum prices. He 
contends that minimum price fixing is based on 
four fallacious economic assumptions: (1) that 
unsatisfactory prices are industrial ills in them- 
selves rather than symptoms of maladjustment; 
(2) that every business is entitled to earn a 
profit, a thesis which it is not true under our 


competitive economy; (3) that profits are 
necessary as an inducement, whereas it is the 
hope of profits that is actually needed; (4) that 
losses are a bad thing, whereas they are actually 
necessary to ensure progress. 

While the author admits that there are 
serious evils in destructively low prices, he 
contends that the solution is not in minimum 
prices but in (1) minimum wage provisions, (2) 
development of quality standards, (3) education 
of business men in regard to costs and conditions 
of supply and demand, leading to enlightened 
self-interest, and (4) enforcement of existing 
statutes and ordinances, such as the Anti- 
Trust acts. 

The chief advantage advanced for the NRA 
experiment is that “many business men received 
a liberal education in economics which could 
scarcely have been duplicated by any other 
method.” 

J. W. W. 
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The Knack of Selling More, by BURTON 
BicELOw. New York: McGraw-Hill 
Book Company, Inc., 1936, 3-vols., 
565 pages. 


The Knack of Selling More by Burton Bigelow 
is divided into three small and convenient 
volumes: ‘Planning for More Sales,” “Telling 
the Sales Story,” and “Handling Objections and 
Closing the Sale.”” The books are written in an 
informal, readable style replete with case 
examples, and well illustrated with charts and 
drawings. The author’s use of blueprints to 
picture his ideas is novel and dramatic. Teach- 
ers of salesmanship or store-training people 
can use these charts effectively as visual aids 
in their teaching. 

There are many chapters in Mr. Bigelow’s 
books which offer definite contributions to the 


literature on salesmanship. For example, his 
treatment of “weighing up the sales load” is 
provocative. In this chapter he points out the 
variation of difficulty in selling articles under 
different customer attitudes. The author also 
simplifies buying motives. He says there are 
only two major reasons why people buy—to 
escape pain or to secure pleasure. 

Mr. Bigelow has used good judgment in 
devoting at least one third of his writing to 
overcoming objections and closing the sale. 
Most salesmen will agree that these are selling’s 
biggest problems. Readers will find the treat- 
ment of these problems unusually complete. 
The author classifies sales resistance into fifteen 
different types and offers good suggestions 
for overcoming or avoiding each. 


O. P. R. 


Editorial— Price Policy 


The problem of public attitude toward 
price control is becoming one of the 
major issues of the day. On the one 
hand, many impute a causal relation- 
ship between rising prices and recovery, 
insisting that a /aissez-faire policy when 
supply outruns demand leads to deeper 
depression. On the other hand, the 
economist insists that all attempts to 
uphold or raise prices by fiat or agree- 
ment are bound to make the maladijust- 
ment in the forces of supply and demand 
more severe. 

Unfortunately, many business men, 
while doing lip service to the principle 
of free competition, are actually direct- 
ing their energies to maintaining prices 
at points that will yield them substantial 
profits under their existing methods of 
operation. They are in favor of laws 
that will make it difficult for their com- 
petitors to undersell and are urging open- 
price arrangements that they hope will 
fix prices at a high minimum. During 
the NRA, this same group went even 


further and attempted to protect their 
vested interests by making it virtually 
impossible for new competitors to enter 
the field. 

As the Brookings Institution has aptly 
phrased it, the chief difficulty with 
capitalism is the capitalists—they have 
not been*content with a system of free 
competition, even though the capitalistic 
system can be justified in no other way. 
They have deliberately fostered monop- 
oly and then have loudly berated the 
government for attempts to control 
them. 

There are only two solutions: one is 
increased regimentation or public control 
over an increasing number of business 
activities and the other is the reés- 
tablishment of a system of free compe- 
tition—not a return to the old system 
of freedom to combine to lessen compe- 
tition. 

There is such a thing as unfair and 
cut-throat competition but its evils have 
been less than those of monopoly. The 
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public point of view cannot be the pro- 
tection of the interests of the individual 
business man who would welcome high 
prices and no competitors; rather the 
goal must be low real prices brought 
about by the competition of aggressive 
business men to obtain a market for 
their products and services. 

Prosperity depends, not upon a large 
profit on each sale, but upon an increas- 
ing distribution of goods and services. 
This is only possible by lower prices 
relative to income. Price is a dynamic 
thing. It moves goods in volume if set 
correctly. The resultant volume re- 
duces overhead per unit and makes still 
lower prices possible. The automobile 


industry seems to be the only one that 
has fully realized this power of price as 
against markup to restore prosperity. 
But more and more merchants are 
realizing it. They are experimenting 


with price to find the point at which 
volume and margin will combine to give 
the largest dollar profit above cost. 
Because expenses average 33} per cent 
of sales is no justification for the belief 
that an article costing $1 must be sold 
for at least $1.50 to break even. At this 
price only two may be sold a week, con- 
tributing only $1.00 to store expenses. 
But at $1.25, the volume may be ten a 
week with a $2.50 contribution; at $1.20 
it may be fifteen a week, a $3.00 con- 
tribution; and at $1.10 it may be twenty- 
five a week, a $2.50 contribution. Ob- 


viously, the best price is $1.20, in spite 
of the average expense rate, provided 
direct store expenses have not been in- 
creased by handling fifteen items rather 
than two. (Any such increase can be 
added to cost in making the calcula- 
tions.) In fact, overhead expense per 
unit will be decreased as volume in- 
creases. 

The merchant, who deliberately em- 
braces the dynamic and experimental 
price policy, is not interested in attempts 
to uphold price at levels that will yield 
him a profit at existing or even dwindling 
volume. He is rather in continual 
search for that price at which volume 
and margin on each sale make the largest 
contribution to meet his overhead. If 
he prices each item this way, his over- 
head will take care of itself for no other 
combination of prices would be as prof- 
itable. 

Only as more merchants and also the 
manufacturing fraternity learn that in- 
creasing prosperity and continuing prof- 
its to them are only possible under such 
a price policy will we be relieved of the 
threat of government dictatorship of 
business. If the old world worship of 
and attempts to stabilize high margins 
of profit continue, the temporary gain 
will be followed by a drying up of de- 
mand, an insistance that government 
regulate prices, and a further trend 
toward a dictated economy. 

J. W. W. 





